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Plan for a Sound Tax Structure 


New, Broadly-based Tax System to Meet Defense Needs Deemed Imperative 


“We do not propose that there now be collected as much revenue as will be needed to cover 
the expenditures of the fiscal year 1953. But we do recommend that there be laid, now, the 
broad and secure foundations of a tax system that will be capable of producing in that year 
and for the duration of a garrison state economy, whatever amount of revenue will 
required. If we wait until the peak of the defense spending has been reached, it will then 
be.too late to make the necessary tax adjustments. The new taxes will require time for their 
full and smooth operation. We must proceed without delay to set up the machinery of a 
broadly-based Federal tax system.” 


HESE CONCLUDING WorDS from the Committee on Federal Tax Policy's monograph, “Financing 
Defense: The Tax Program,” third part of a series dealing with postwar problems posed by 
Federal finance, taxes, and the defense program, admirably highlight a carefully-thought-out 


resume of the nation’s tax problems today. 
The possibilities — and the probabilities — 
inherent in the clearly documented study 
should be read by all who would chart a 
better fiscal path for the hard years that 
lie ahead. 

Having only recently put out a study on Federal 
expenditures*, the Committee inevitably turned to 
the next step — a tax program that would match its 
recommendations on expenditures. And, just as it 
blue-printed a way to a sane reduction of Federal 
spending, the Committee now has done an equally 
workmanlike job on the tax problem. 

As it did in its expenditure study, the Committee 
again stresses the need of paying for our defense 
needs on a “pay-as-you-go” basis. “The evils and 
dangers of borrowing a substantial part of the 
(military) costs were so impressively demonstrated 
during and after the First and Second World Wars 





¢ “Financing Defense: Can Expenditures be Reduced?” — 
March, 1951. 


Copyright 1951 by The Tax Foundation 





as to require the conclusion that this time we must 
pay as we go,” says the opening section of the 
report. 

Coupled with this advice, the Committee points 
out that this does not require the nation’s taxpayers 
to pay for “unneeded and dispensable government 
services and activities.” It urges that the first move 
should be to reduce all Federal spending for civilian 
or non-military services to a minimum “of essential 
operation.” 

In introducing its 34-page report covering the 
study of individual income, corporate income, and 
excise taxes, the report warns against permitting a 
“temporary” Federal budgetary surplus to obscure 
the necessity for “drastic” action now on both 
expenditure reduction and tax revision. The lower 
rate of government spending just now merely re- 
flects the “lag” between issuance of Government 
orders and delivery of the military goods ordered. 

“The bills are piling up,” the report observes, 
“and all of them will presently be due and payable. 
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. The temporary surplus must not be allowed to 
create the inference that spending need not be cut 
wherever possible, or that preparation need not yet 
be made for substantial increase in taxation.” 

If the defense program is not met on a pay-as-you- 
go basis, then the alternative is more deficit financ- 
ing — which in turn would lead to further inflation 
of prices and “a heavier, more inequitably dis- 
tributed” burden than taxation. Additionally, says 
the report, “a lasting depreciation of the currency 
and a permanent impairment of values expressed 
in terms of the dollar” would result from expansion 
of bank credit on the basis of government loans. 


There Is No Such Tax 


The Committee feels that there is still time to 
avert deficit financing. It comments that if un- 
necessary Federal expenditures were eliminated, 
the tax load that will have to be imposed will be 
diminished thereby, for “appropriate tax measures, 
promptly introduced would produce adequate 
revenue by the time the large bills for the military 
program have to be paid.” 

While there are many and varied forms of taxa- 
tion, the report comments, “the fact is that all taxes 
are borne by the people”; all taxes, of whatever 
kind, eventually come out of the people’s income. 
This must be stressed, it says, particularly at a 
time when the nation’s need for revenue has become 
so pressing. In the nation’s earlier days, when the 
Federal budget involved only a very moderate part 
of the total national income — and there was no 


grave international or other crisis looming — broad 
exemptions could be granted, and the cost of govern- 
ment could be concentrated upon limited groups 
or income classes. 

“This is not possible today,” the Committee says. 
“The tremendous costs of government can be paid 
only by all citizens, for no single group can bear all 
the costs.” 

Primarily, distribution of the tax load over the 
broadest possible base is likely to cause the least 
damage to the nation’s economy, for today, the 
Committee observes, “there is no single form oj 
taxation, not even the tax on net income” that can 
produce all the money that will be needed — without 
levying at rates which would be seriously damaging 
to the economy. 

“The notion that somewhere there is a tax that 
will be paid only by others and that will produce 
enough revenue to pay all of the bills must be given 
up. There is no such tax.” 

In the second place, the Committee says, care 
must be taken to avoid the levy of additional taxes 
in a way that will intensify the adverse effect taxa- 
tion has on the incentives to produce. “It is never 
wise to increase taxation to the point at which too 
many people work only part time and with half- 
hearted energy, or stop working altogether.” 

The report then takes up what it terms the three 
major sources of Federal tax revenue, the individual 
income tax, the corporation income tax, and the 
excise tax. A table is given to show the tax receipts 
from all sources in 1950, and as estimated for 1951 


and for 1952. The table follows: 





Table | 
FEDERAL BUDGET RECEIPTS 


Fiscal Years 1950-1952 


(Millions) 


Individual Income Tax 
Corporation Income and Excess Profits Taxes 


* Includes estate and 
2, 1951. 


1950 
Actual 


$17,408 
10,854 
7,597 
3,345 


_—_———_—. 


$39,204 


2,160 
$37,045 


gift tax, net employment tax, and the customs. 
Source: The Budget of the United States Government for the Fiscal Year 1952, Special Analysis C; Treasury Estimates of April 


1951 


1952 


Original Budget Estimates 


$21,599 
13,560 
8,240 
3,448 


$46,847 


2,336 


$44,512 


$26,025 
20,000 
8,222 
3,594 


$57,841 
2,703 


$55,138 
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Table Il 


ESTIMATED DISTRIBUTION OF TAXABLE INCOME, TAX YIELD, AND ADDITIONAL YIELD 
DERIVABLE FROM CONFISCATION OF ALL TAXABLE INCOME ABOVE EACH 
BRACKET LEVEL 
Revenue Act of 1950 
Calendar Year 1951 





(2) 
Surtax 
Net Income 
(millions) 


$62,698.9 


10,471.5 
4,335.5 
2,668.0 
1,779.9 


1,273.5 
966.5 
755.8 
609.6 


488.4 
396.6 
617.7 
633.5 


425.9 
302.9 
242.5 
266.8 


181.3 
129.0 
95.2 
80.2 


200.0 
96.2 
295.0 


90,010.1 


Under $2,000 


$ 2,000- 4,000 
4,000- 6,000 
6,000- 8,000 
8,000- 10,000 


10,000- 12,000 
12,000- 14,000 
14,000- 16,000 
16,000- 18,000 


18,000- 20,000 
20,000- 22,000 
22,000- 26,000 
26,000- 32,000 


32,000- 38,000 
38,000- 44,000 
44,000- 50,000 
50,000- 60,000 


60,000- 70,000 
70,000- 80,000 
80,000- 90,000 
90,000- 100,000 


100,000-150,000 
150,000-200,000 
Over 200,000 


Total 


(4) 
Normal 
and 
Surtax 
(millions) 
$12,539.8 


2,303.7 
1,127.2 
800.4 
605.2 


483.9 
415.6 
355.2 


After Tax 
(millions) 


$50,159.1 


8,167.8 
3,208.3 
1,867.6 
1,174.7 
789.6 
550.9 
400.6 
304.8 


229.6 
174.5 
253.2 
240.7 


149.0 
93.9 
67.9 
66.7 


39.9 
24.5 
15.3 
10.5 


178.0 22.0 
86.6 9.6 
268.4 26.6 


21,963.0 


69.7 


58.2 
36.2 
26.6 


68,047.1 


Source: Columns 2 and 4, Statement of Secretary Snyder Before the Committee on Ways and Means of the House of Representa- 
tives, February 5, 1951, Table 13. Columns 5 and 6 derived respectively by subtraction and cumulation 


Some Pertinent Questions 


Congress, comments the Committee, must answer 
the following questions in trying to write the 
Revenue Act of 1951: Shall most of the additional 
revenue needed come from the individual income 
tax? Should the tax load be distributed over both 
the individual income tax and the excise taxes? 
Should the corporate income tax be raised until 
the government takes more of corporate profits 





than the company and its shareholders retain? Shall 
excise tax increases be in the form of heavy, special 
levies on the sales of those commodities commonly 
used ? 

Turning to the individual income tax, the Com- 
mittee, by use of another table, shows the fallacy in 
the belief that a large amount of revenue can be 
obtained by hiking up the tax rates on the middle 
and upper income brackets. The table, based on 
Treasury Department estimates of the distribution 
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of incomes in taxable returns, “abundantly demon- 
strates that the additional taxes must come from 
persons of moderate or small income — for that is 
where the bulk of the income is after present taxes. 
The upper middle and upper brackets no longer 
have the income to pay.” 

There are just two “practicable” procedures for 
increasing tax receipts from the individual income 
tax, says the report. Either the rates can be upped 
or the present exemptions can be lowered. The 
original Treasury proposal (an addition of 4 per- 
centage points to each bracket), and proposals made 
since, would, it is said, hit heavily at only the 
middle and upper income brackets. Reduction of the 
exemptions is not desirable at this time as a means 
of getting more revenue. To bolster this point, the 
report shows that because of the higher price level 
now obtaining over the World War II period, the 
present $600 exemption has a smaller purchasing 
power than the $500 exemption did in 1945. 


Small Corporations Hit 


_The monograph then takes up the corporation 
income tax, and, under a section labeled “incidence.” 
says in part: 

“Determining the effect of the tax on corporation 
incomes presents a problem that is far from simple. 
A tax on pure profits of business corporations would, 
of course, be borne only by those that made profits. 
It could not affect the corporations that just broke 
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even, or even suffered losses. As to its immediate 
effect, such a tax cannot be shifted.” 

But there are other effects, it said, aside from 
these immediate ones. These, which take place after 
the tax goes into effect, are always considered by 
businessmen. The first is that it reduces the general 
level of profits after tax to which investment and 
business are accustomed; it reduces incentive; it 
tends to diminish industrial investment and enter- 
prise. Thus, the supply of products is accordingly 
reduced, and the prices of these products tend to 
rise. “Thus there is brought about a new equi- 
librium,” comments the reports, “in which the tax 
has been shifted, in part at least, to the consumers.” 

This, generally, it is observed, may be the result 
so far as large corporations are concerned (thus 
making it an indirect excise or sales tax), but in the 
case of the little corporation, unable to pass on the 
tax to the ultimate consumer, tax increases actually 
reduce the retained earnings or the dividend dis- 
tribution of such small concerns. “Thus, the tax 
increases bear hardest upon those corporations that 
most need earnings after taxes to finance develop- 
ment and expansion.” 

Therefore, two goals or objectives must be recon- 
ciled by Congress in attempting to obtain more 
revenue from corporation income taxes — how to 
get the revenue, and, at the same time, prevent 
deterrents to incentive. To background this point, the 
report (in another table shown below), gives the 
record of net income and its disposition for all 
private corporations from 1946 through 1950. 


Table Ill 
CORPORATE PROFITS BEFORE AND AFTER TAXES 


All Private Companies 
(Billions) 





ion Tax 
Profits Liability * 


Disposition of Profits 
Profits After Taxes 
After 
Taxes Dividends Retained 








$ 23.5 $ 9.6 
30.5 
33.9 
27.6 
40.2 


Total $155.7 
Percent 100% 





$13.9 
18.5 
20.9 
17.0 
21.9 


$92.3 
59%, 





* Includes Federal and state income and excess profits taxes. 
» Estimated. ; 
Source: The Council of Economic Advisers, The Annual E-onomic Review, January, 1951. 
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The mere fact of an increase in dollar profits, 
says the Committee, does not, of itself, provide a 
satisfactory or adequate criterion of how much can 
and should be taken tax-wise. Superficially, it can be 
claimed on the basis of the table, that more could 
be taken from the profits after taxes, but “from the 
standpoint of net revenue advantage, a policy that 
would compel serious retrenchment of dividend 
payments would become partially self-defeating, for 
individual income tax receipts would decline if 
there were a substantial decrease of dividends.” 
Additionally, if the greater tax were paid out of 
retained earnings (rather than out of monies to be 
distributed as dividends), many corporations, it is 
asserted, would encounter the problem of maintain- 
ing production. 


Actually, the record shows that if (in the years 
1946-1950) corporations were to develop through 
reinvestment of retained earnings after tax, “not 
much more could safely have been taken in taxes.” 
The 1950 Revenue Acts, it is shown, have increased 
total Federal tax liability to about 50 percent of 
estimated corporate income. And on top of that 
state taxes must be paid. Rates in excess of 50 per- 
cent are generally considered to be “in the danger 
zone,” says the report. 


Greater Yield from Excises 


While it is true that corporations, as a whole, 
today have sufficient funds to pay a higher impost, 
such taxes are, in fact, already heavy. The higher 
rates proposed more than likely would strike at the 
smaller corporations with greater force than the 
larger ones. And, as the Committee wisely points 
out, “a point will come, as the tax is increased, at 
which the effort to shift it will reduce the volume 
of consumption. Absorption of the tax will cut to 
the danger point the retained earnings corporations 
require to replace inventories and machinery (at 
currently increased prices) to meet the heavy de- 
mands of both a garrison state and its civilian 
economy, or the dividends required to sustain the 
flow of new equity capital.” 

The Committee recommends that no attempt be 
made to get additional revenue by increasing the 
corporate income tax unless the excess profits tax is 
repealed, and “unless revenue needs are extreme.” 
The additional revenue needed, it comments, “can 
more safely be obtained from the individual income 
tax and from a general excise tax.” Again, following 
its resume of what would happen to the economy 
through the combination of excess profits taxes 
and proposed new rates, the Committee says: “The 


matter can be summed up by saying that either the 
excess profits tax should be repealed or the pro- 
posed increase of the income tax rates should not 
be made.” 


Concentrating upon the “third major Federal 
tax in point of revenue produced” — the sales or 
excise taxes —the Committee next observes that 
they, more than either of the income tax levies, 
need overhauling today. 


The report then cites what it terms the “basic 
characteristics” of excise taxes. For one thing, it 
is pointed out, revenue from excises is much more 
stable than from income taxes; they recede less 
during declines, and advance more slowly in boom 
periods. Comparatively, income taxes, it is said, 
are “highly volatile,” rising and falling with the 
times. 


But, says the report, the big yield from income 
taxes in good times and in inflationary periods has 
one bad characteristic. “It encourages lavishness in 
public spending.” The Committee feels that less 
dependence on income taxes and a greater de- 
pendence on excises would introduce a “more sober 
attitude” toward a more sane scale of government 
spending. 

Then it is pointed out that nearly all taxes are 
paid out of income. While income taxes are levied 
on income as it is received or produced, excise 
taxes are collected as the income is spent. The 
objective of a dynamic, prosperous economy, says 
the report, “is the maintenance of a high level of 
both production and consumption.” 


In the Committee’s opinion, the maximum con- 
tribution to attainment of this goal will be made 
“when the costs of government, as expressed in the 
taxes levied, are reasonably distributed over both 
the receipt and the spending of income. Excises 
should be called upon to bear their share of the 
total tax load.” 

The greater use of the excise tax, it is held, will 
contribute greatly to the equalization of purchasing 
power, for, since the enlarged defense spending 
program requires greater emphasis on taxes col- 
lected as income is spent, then an increase of 
income taxes at this time would only serve to 
diminish personal income. Thus, if the income tax 
alone is relied upon, higher rates could be so 
harsh as to thwart the incentive to get that income. 
A greater use of the excise tax would avoid that 
deterrent. 

“The objective of this equalization (of purchasing 
power) is to check rising prices of consumer goods,” 
the report says. “If there is an extensive array of 
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excise taxes, the consumer will pay more for each 
item because of the tax, but the Treasury will receive 
the increase as revenue. Without such consumption 
taxes, the competition of purchasing power for a 
reduced supply of goods will still compel consumers 
to pay more .. . but the Treasury will not gain 
thereby to the same extent.” 

It is contended that by broadening the base of 
the whole Federal tax system, it will be possible to 
get the necessary revenue without imposing severe, 
penalizing rates of tax either upon the receipt or 
the spending of income. 

To back up its estimates of the greater, latent 
potential of the excise tax, the report shows that in 
1950 the Federal government obtained approxim- 
ately 42 percent of its revenue from the individual 
income tax, 28 percent from the corporation income 
tax, 20 percent from excises, and 10 percent from 
all other sources. It stresses that only 14 percent 
of the total estimated revenue of $58.5 billion in 
the 1952 budget is calculated to come from excise 
taxes. 

“There is too little reliance on the excises,” ob- 
serves the Committee. “Excises normally should 
contribute at least 25 percent of the national 


revenue — as suggested in a previous Committee 
report.” 

Turning then to the method by which these ad- 
ditional excise taxes should be raised, the Com- 
mittee suggests two possibilities: (1) expansion of 
the present system of selective excises by raising 
rates and adding to the list of taxed commodities 
and services; or (2) by levying a general excise 
tax on the sale of nearly all commodities. 


No Logical Plan 


“The present Federal excises cannot be defended 
as a system of any kind,” says the Committee. 
“Their development has not been carefully planned. 
. . . Excise taxes are not applied solely to so-called 
luxuries; indeed there is no generally acceptable 
definition of a luxury. . . . In short, there is no 
logical plan for the list of commodities taxed. . . . 
The rates are extremely variable; the discriminations 
among consumers and among producers have been 
flagrant. Our recent experience has demonstrated 
that it is the discriminations in the selection of 
goods to be taxed and in the rates imposed that 
has caused much of the complaint from both pro- 


Table IV 


ALTERNATIVE METHODS OF PROVIDING REVENUE OF $61.6 BILLION 
(Billions) 


1. Existing Rates* 


Income Tax at Existing Rates 


at Existing Rates 


eaocee 


Uniform Manufacturers’ Excise (to replace present excises) 


, Net Employment Taxes and Miscellaneous Receipts 


Sub-Total 


2. Increased Levies 


Alternative 1 


a. Uniform Manufacturers’ Excise at 71/2 °%/, (Less $4.4 billion to replace present excises)  $ 3.0 


2 
Percentage Point Increase in Individual Income Tax 


Uniform Manufacturers’ Excise at 5°/, (Less $4.4 billion to replace present excises) 


Alternative 3 
G. Increase in Corporate Normal and Surtax Rate to 50°, 


$ 27 
5 


$ 1. 


b. Uniform Manufacturers’ Excise at 6°/, (Less $4.4 billion to replace present excises) 1. $61.3 


® Source: Tt A any = Ss. bs rg for the Fiscul Year 1952, and Treasury Department Estimates of February 5, 1951 


and April 2 of 
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Table V 
ALTERNATIVE METHODS OF PROVIDING REVENUE OF $66.6 BILLION 
(Billions) 
Total 
1. Existing Rates* 
a. Individual Income Tax at Existing Rates $25.2 
b. Liquor and Tobacco 4.0 
c. Estate, Gift, Customs, Net Employment Taxes and Miscellaneous Receipts 3.8 
d. Corporation Taxes at Existing Rates 21.1 
e. Uniform Manufacturers’ Excise (to replace present excises) 4.4 
Sub-Total $58.5 
2. Increased Rates 
Alternative 1 
a. 3 Percentage Point Increase in Individual Income Tax $ 2.7 
b. Uniform Manufacturers’ Excise at 10°/, (Less $4.4 billion to replace present excises) 5.4 $66.6 
Alternative 2 oe ae. 
a. 3 Percentage Point Increase in Individual Income Tax $ 2.7 
b. Increase in Corporate Normal and Surtax Rate to 50°, 1.3 
c. Uniform Manufacturers’ Excise at 81/2 °%/, (Less $4.4 billion to replace present excises) 3.7 $66.2 


* Source: Budget of the U. S. Government for the Fiscal Year 1952, and Treasury Department Estimates of February 5, 1951 


and April 2, 1951 (net of refunds). 


ducers and consumers. A more sensible solution, and 
one more likely to gain general support, would be 
to sweep away the present illogical, inequitable 
system and replace it with a uniform tax across 
the board.” 

The report suggests that the point of levy of the 
general excise tax could be either at the retail sale 
or at the final stage of manufacture. It points out 
that each of these methods has its opponents and 
proponents, but adds “familiarity with the nature 
and operation of the manufacturers’ excise that has 
been gained from years of experience with it, the 
balance of the argument lies, in our opinion, heavily 
on the side of the manufacturers’ excise rather than 
the retail sales tax.” 

The concluding section of this monograph, fol- 
lowing the theme of the Committee’s previous one 
on expenditures, gives for illustrative purposes, 
three tables to demonstrate the feasibility of keeping 
the Federal budget in balance and avoiding greater 
Federal debt. 

Figures in the first table are premised on the 
assumption that expenditures for 1952 can be re- 
duced by $10 billion (as the Committee suggested 
in its second report). This would leave an over-all 
requirement, it is estimated, of $61.6 billion: 


The second table assumes a cut of only $5 billion 
in the budget, leaving tctal revenue requirements of 
$66.6 billion. In this table, the Coramittee shows two 
alternative methods of providing this revenue as 
follows: 

Commenting upon this, the Committee says: “In 
the light of our earlier discussion of the serious 
consequences for the economy that would follow 
from an increase of the total corporation tax load, 
it should be clear that the alternatives for raising 
$66.6 billion in revenue represents an onerous 
burden on all the people. But our choices are 
already severely limited, once we assume that $66.6 
billion is the minimum revenue requirement.” 


The Most Important Lesson 


In a final table, the Committee shows alternative 
methods of providing total revenue of $71.6 billion, 
assuming no reduction of 1952 expenditures below 
the budget estimates, as follows: 

Of this, the monograph observes: “The most 
important lesson to be learned from this table is 
the restriction of choice which we face when at- 
tempting to raise $71.6 billion in revenue. An 
increase in individual rates to peak wartime levels 
and in the corporate rate to a level beyond safe 
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Table VI 


ALTERNATIVE METHODS OF PROVIDING REVENUE OF $71.6 BILLION 
(Billions) 








1. Existing Rates* 


a. Individual Income Tax at Exisiing Rates 
b. Liquor and Tobacco 


c. Estate, Gift, Customs, Net Employment Taxes and Miscellaneous Receipts 


d. Corporation Taxes at Existing Rates 


e. Uniform Manufacturers’ Excise (to rezlace present excises) 


Sub-Total 


2. Increased Rates 


Alternative 1 
a. 3 Percentage Point Increase in Individual Income Tax 
b. Increase in Corporate Normal and Surtax Rate to 53°%/, 


c. Uniform Manufacturers’ Excise at 12°/, (Less $4.4 billion to replace present excises) 


Alternative 2 


a. 4 Percentage Point Increase in Individual Income Tax and Reduction of Exemptions from 


$600 to $500 
b. Increase in Corporate Normal and Surtax Rate to 55°, 


c. Uniform Manufacturers’ Excise at 8°/, (Less $4.4 billion to replace present excises) 
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* Source: Budget of the U. S. Government for the Fiscal Year 1952, and Treasury Department Estimates of February 5, 1951 


and April 2, 1951 (net of refunds). 


limits, still requires an increase of $7.4 billion in 
excises (above the present yield) in order to balance 
the budget. Drastically heavier rates on individuals 
and corporations at levels which will certainly be 
seriously damaging to the economy (alternative 2) 
cannot avoid the necessity of a 40 percent increase 
in the present excise tax yield.” 


Can Lose the Battle at Home 


The monograph concludes: 

“The rates of tax that we are dealing with here 
are much higher than any that have ever been 
imposed in this country. We are also dealing with 
budgets much higher than any ever before proposed 
except under conditions of all-out war. For the first 
time in our war or near-war experience, we are 
giving serious consideration to paying in full out of 
current income. The tax alternatives presented show 
unmistakably the added burdens that must be 
borne by everybody as expenditures are increased. 

“To meet defense requirements, the government 
already taxes until it hurts. Taxes may well go higher 
and stay higher. But the Federal government can- 
not fairly ask citizens to pay very heavy additional 
taxes and to reduce their standards of living while 
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it goes on spending as usual on non-essentials. 
Congress should subject the expenditure side of the 
Federal budget to the fundamental test: Must this 
expenditure be made, must this activity be per- 
formed by government in a free economy? We are 
fighting abroad to preserve liberty and a free 
economy. We must not lose that battle at home. 


“High as these rates are, and heavy as their 
burdens will be, they are endurable. They express, 
in money and income terms, the burden of depriva- 
tion and shortages caused by the enlarged govern- 
ment diversion of product and manpower. This real 
burden cannot be evaded or postponed. Failure to 
match the diversion of goods and services by an 
equivalent diversion of purchasing power will force 
the government into debt financing. Such financing 
will inevitably be inflationary. Hence, the alternative 
to paying-as-we-go now out of current income will 
be the infliction of the heavier burden of inflation.” 

Finally, admonishes the Committee: 


“The first basic requirement is that our govern- 
ment show that it has established firm control of 
our fiscal affairs; that the Federal government and 
its expenditures are being managed with the same 
competence that we require of ourselves in our own 
everyday affairs.” 











